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DOCUMENTS EXPEDITING |! BCT 


Senator SryLes BRIDGES, 
United States Senate Was/ heyy D ( 
Di AR Mr CHAIRMAN: | am for varding to vou a stall report 


concerned with aid furnished by thi people of the United States to 


India The material set forth in this report Was obtained from the 
files of this office and staff investigative work It was compiled and 
prepared by Agent William V. Sinnott 


In a previous report entitled “International Development and 


bee j . : 4 ] j . 
Related Legislation, prepared by this office, the eneral subrect of 
aid to underdeveloped areas was considered The enclosed report 


1 ® ! + +1 + + | ‘ ] 
may be considered asa detailed extension of the International Deve LOp- 


ment report We have selected one Country India ind treated the 
Technical Assistanes program hb as much detail is Is ascertal 
Many of the questions raised in the compilatio pplv also to othe 
areas recelving sue I) aid 

Your attention is directed, in particular, to the following: 

1. The weaknesses flowing from the submission of an illustrative 
program rather than a planned program ind to the que tionable 
process by which the illustrative program is arrived at 

2. The surrender of control by TCA/FOA to foreign governments 
while, at the same time, retaining responstbilit) 

3. The imposition of contractual terms which result in almost 


excluding participation by American private business firms (whose 
taxes, incidentally, helped to finance the foreign aid program 

1. The fact that technical assistance is being merged with and over- 
shadowed by large financial grants 

5. The conelusions and recommendations which treat these and 
othe: subjects. 


Although the report in hand is eritical of the program in India and 


by implicat on in other area lso thy snot ntion to minim 

the immensity of the problems facing the people of India or thi 
Foreign Operations Administration lt is hoped hat both may 
benefit by an independent public appraisal of features of the program 
which do not appear immediately to give promise of producing the 


‘ 
results desired or do not conform specifically with the spirit and 
intention of the Act for International Development 
With eve ry good wish, I am, 
Very truly yours, 
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The Investigations Division’s recent report on International De- 
velopment and Related Legislation contained references to the appar- 
ent inability of the Foreign Operations Administration and predecessor 
organizations to utilize, within a reasonable period, funds appropriated 
for technical assistance and economic aid purposes. It directed atten- 
tion, using usual Government obligation procedures as a basis, to the 
slow rate at which some of this money was being committed in pro- 
grams which had been presented to Congress as planned; and it noted 
utilization of aid funds for purposes which were different from those 
presented Congress. The report questioned the policy of applying 
foreign aid in this form. One example cited was India. 

The purpose of the following compilation is to extend into additional 
detail material on India presented in the International Development 
report in order to make possible an evaluation of the progress being 
made, to determine whether the program conforms with the letter, and 
also with the spirit of the legislation. 

To enable an evaluation it must be determined whether we are shar- 
ing our knowledge and skills with others to a degree that will enable 
them to teach and lead their own populations to the realization of their 
full capabilities, the development of their own resources, the creation 
of an internal atmosphere conducive to investment capital and, by 
these means, to secure the growth of democratic wavs, the gradual ex- 
pansion of mutually beneficial commerce, the development of inter- 
national understanding and good will, and the promotion and main- 
tenance of peace. The progress of the program, therefore, must be 
weighed against these purposes of the law. 

India was chosen as the example for three reasons: (1) Its key 
position in Asia, (2) the large amount of United States aid under the 
technical assistance program and (3) the faet that India (a new 
democracy clinging to neutrality between East and West) and Red 
China (a police state) are in competition to supply a pattern for an 
Asian way of life. Both are appealing to hungry peoples. The 
dominating nation may well set the course for all of Asia. 

No criticism of India is intended either directly or by implication. 
But the basis for this type of aid is mutuality of effort which pre- 
supposes some measure of mutual understanding. Public acknow!l- 
edgment of mutual problems and intentions can be instrumental in 
allaying suspicion. It is a paradox that the greater the amount of 
grant under technical assistance, the greater becomes the suspicion 
of United States intention. It is often forgotten that not many vears 
ago the United States was itself a colony and that anticolonialism is 
traditional. 

And it should be recognized, too, that aid funds do not come from 
a ready and unearned store of money but rather from the earnings of 


1 
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future vears and. in fact. future generations. If the fiscal years 
1952-54 aid allocations for India were totaled and charged to 1 vear, 
1953, it would be found that the taxes paid by 465,000 average indi- 
vidual United States taxpayers would be required to meet these 


disbursements 


Generation of Local Curre ney 


The Indian program, in general, is overwhelmingly economic assist- 
ance rather than technical assistance and conforms closely with the 
mutual security (Europe) approach of heavy investment as opposed 
to the technical assistance concept. The psychological benefits to be 
obtained from ‘no string’ point 4 aid are in danger of being lost in 
this sensitive nation, and will be lost unless technical assistance funds 
are separated from large grants for econontic purposes. 

In Europe the mutual security material furnished under this type 
of aid generated local funds in a form called ‘‘counterpart.”’ In India 
there is a similar parallel. Some commodities such as steel, fertilizer, 
and others, furnished as economic aid, also generate local currency 
Fertilizer, for example, described before Congress by TCA/FOA as 
being for demonstration purposes and paid for by the United States, 
enters the Indian Government channels of distribution and is sold, 
not given, to the Indian farmer. There is a general misconception 
of this process. United States aid of this type does not reach the 
people of India directly. The United States aid material, such as 
fertilizer, is sold to the people of India, not given. Likewise, the 
millions of dollars worth of sugar given to Iran does not reach the 
people directly. It, too, passes into the Iranian Government channels 
of distribution and is sold by the Government to the people to generate 
local funds to be used in the development program 

With emphasis on an important segment of the program, the Tube- 
well project, the India program is reviewed below starting with the 
fiscal circumstances attendant, continuing through legislative activity, 
planning and administration. [The emphasis, by italicizing, is sup- 
plied | 

Fiscal Background 


The fiscal background in India from an obligation standpoint 
appears in the following quotation from the International Develop- 
ment Report. The slow rate of actual obligation is apparent. 


\ st lv of the most recent financial statement hows obligations keepi ry pace 
with the availabilitv of money Such obligations reflect commitments based on 
broad count program agreements The agency assumes its monev obligated 
( | iwzreement Actually hese are not obligations in the 
Ce monly accepted meani of the word The agency assumes it has a moral 
‘ ition t p ! i ive ountry the an 1 illed for in the country agree- 
ment and that this is su ec to change only through renegotiatio 

However, a subobligation in this agency a legallv binding commitment in 
the same sense the term “‘obligatio is used in other branches of the Government 
_ atic t | \ i ition rep ent | p t agreements 
} i il wid mnitrac 

\\ t ern og Ind wr India in fiscal year 1952 and fiscal vear 1953 
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as of June 30, 1953, the subobligations are listed below along with the amount 

not yet subobligated and the amount expended: 

Fiscal vear 1952: 
Allotment $52 
Subobligated 3 
Unsubobligated 7 14 
Expended- 20 





It will be seen from this that 3, of t allocatio 
of $44,293,760 for that vear, t repres¢ 1 by 
legally binding suboblig $44,293,760 as i 





obligation as of June 30 
Fiscal Year 1954 Request 


Considering the status of subobligation as ontlined above, the 
manner in which the $110 million budget requested of Congress for 
fiscal year 1954 evolved, becomes of interest This is best explained 
in a memorandum dated April 10, 1953, directed by Haldore Hanson 
in charge of TCA Asia programs, to the former TCA Administrator 
Stanley Andrews. (Pursuant to the overall cut voted by Congress 
the allocation for India for fiscal 1954 became $89,100,000.) The 


memorandum mentioned is quoted below: 





The major difficult ve have encountered in di o t India f ‘ ear 
1954 program with DMS and the Budget | Ireau and owner & neies ha re 
the question of feasibility \s you kr the proposed program is presently at 
a level of $140 million representing a step-up of projects in the fiseal vear 1952 

t 


and fiscal year 1953 programs centered round the Indian 5-year Plan goal 


achieving self-sufl 1 food LOSt Fy ( re rip, I know you 
have serious reservations yourself concerning the feasibility of such a program 
Certainly, there are fundamental issues connected with the effective obligation of 
funds for these projects which have deeply concer i all of u I think the ke 
issues center on the following projects and problet 

1. Tubewells—Can we honestly expect to complete contracts and initiat 
drilling in fiscal year 1954 for exploratory and irrigatiot ls in the magnit 
of an additional $16 million, when to date we have concluded subobligations for 
only about one-third of the total $25 million obligated for bewells in fiscal year 


1952 and fiscal vear 1953 programs 

River Valley development Can we ex! t to util effectively an additional 
$32 million for major river valley projects as proposed in the fi 
program when we only have on order to date about one-half of the nearly $10 
million provided for similar projects under f i a3 
programs? 








38. Community development Can we move forward or 100 more com Inity 
development projects, and do we need an additional $15 million, as proposed for 
this project in fiscal year 1954, in the light of our lack of specifications to dat 
for nearly three-quarters of the $10.5 million obligated for community develop- 
ment in the fiscal vear 1952 and fiscal vear 1953 programs? 

t. Fertil zer Imports. Should we recomme { the import of an additional 150,000 
tons of fertilizer, as proposed in the fiscal vear 1954 program, in the light of the 
present pileup of fe rt1iizer in li lia whl } Vou saw evid ed Dy the 75,000 tons 


accumulation in the Sindri warehou 
I have purposely stated these proble ns in the wav in which thev have beer 





presented to us in our discussions with DMS and the Budge sureal Although 
they are difficult questions, the TCA staff in Delhi, as well as the members of 

own staff who have worked most closelv with this program, firmly believe that each 
of these questions can be answered in the affirmative. It is on this basis, and 
particularly in terms of our established policy of supporting program recommenda- 
tions from the field, that we strongly urged on original program for fiscal vear 1954 
of $200 million and are now opposing anv further cut the proposed pr ram 


below $140 millio In th neeti which I have 1 iested h you on the 
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subject of the India fiscal year 1954 program, we would like to go into considerable 
detail with you on the answers to the foregoing issues, and on the specific reasons 
why we believe a program of the magnitude proposed for India in fiscal year 1954 
is both necessary and feasible 


Expe nditure s 


There is set out below the expenditures for India by fiscal years 
1952, 1953, and 1954. The September 30, 1953 payments represent 
what has been paid out to that time from funds appropriated for the 
years listed. 


Payments to Payments to 

Allocated June 0). 1953 Se pl. 30, 1953 
1952 $52, 842, 616 $22, 716, 447 $24, 344, 012 
1953 14, 293, 760 5, 793, 986 9, 653, 384 
1954 (estimated) __- 84, 100, 000 60, 938 
Total ; 186, 230, 376 28, 510, 433 33, 998, 334 


Thus, to September 30, 1953, FOA-TCA had actually paid out 
$33,998,334 on a total 3-year allocation of $186,230,376. 


Progra m Revision 


On the basis of the FOA program prese nted for India for fiscal year 
1954, Congress approved in July 1953 an appropriation which enabled 
an allocation of $89,100,000. According to the presentation to Con- 
gress FOA intended to pursue, in general, a further development of 
programs already in existence from fiscal years 1952 and 1953. On 
this basis the appropriation was voted and approved. No mention 
was made during the presentation of a railroad rehabilitation program. 
Four months later, without advice to the Appropriations Committee, 
FOA committed itself to a $20,000,000 railroad rehabilitation pro- 
gram (almost a quarter of the total funds available for the year). 
The International Development report commented as follows: 


The Foreign Operations Administration presented its programs before the 


Senate Appropriations Committee in July of 1953 The amount requested for 
transportation and communications in India for fiscal year 1954 was $639,000 
Since that time an authorization has been requested and approved within the 
organization for the expenditure of $20.5 million on the rehabilitation of railroad 
rolling stock The justification used to revise the program was a changing need 
in India It is plain from this that in India the program, without the knowledge 
of the Congress, has been radically altered for 1954 

Chi liversion required that FOA reorient the Indian program to the point 


where it is markedly different from the presentation and justification made before 
the Appropriations Committee The ageney recognizes this by stating in the 
1954 oper ng program it was m ‘clear to the Cong during the presentation 
that the hart put forth we | illustrative It, I> \enparent that the need 
for railroad rehabilitation must | ave been o} vious during and since the conclusion 
of World War IL and, therefore, prior to hearings in recent years 





It is noted that in August 1953 the FOA budget office reporte lly circularized 
the Asia missions with instructions that fiscal year 1952 and fiscal year 1953 
funds under existing projects had to be firmly obligated in binding agreements 
and commitments before the 19 54 funds could be pee The fiscal vear 1954 


operating program mentioned above bears the date October 30, 1953 


ST 
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It is apparent from this that FOA, after making firm requ for 


appropriate ns and strong representations to support the requests 
adically revised its India pregram without the knowledge of Congress 
lo describe the congressional presentation as purely illustrative is 


acknowledgment of a lack of long range pl: 


that the presentation purpose 1s to obtain 


: d would I 
he money and decide 


later to what specific uses it will be put. Man) hou ! 


i A \ SUC USCS equire 


long planning and dle alled speciication before proyect ure activated 


The extent of the revision is clear m the 1954 FOA operatine pro 
cram dated October 30. 1953. This conta 


‘ g.3 
ined the lolowl 





i Yr ahaivsis 
of the changes: 
The reduction required by reason of the appropria | he 
request to Congress amo 0 $20,000,000 / 
grou? irvey / 5 y ¢ 7 
nd d na the contracting fo f ] 
co p pe 1o ( fo transmil powe Lo the ( s ULS 0 Le l¢ é 0 V 
po 1 | ) 
bY othe funds available to the ¢ )] f f / l fed St My 
$10,855,000 Ihe Iron and Steel project is increased by $1,787,00( 1 he 
malaria control program is increased by $964,000. Rura alth I ( 
supply and environment sanitation), due to increased interest by the States 
up $3,054,000. Because of other means of fina prit ' <a 
education and audio-visual development, the items for education are $3,038,000 
less than was expected at the time of presentation to Cor : Increa GOl 
attention to industry hs res 1 1 al rease of S9OS7.000 fo ‘ il ass 
ence and consultants 1 
Che fertilizer plant expansion has been deferred pending the gatheri of add 
tional data as to the kinds of nitrogeneous fertili best, suited to Indian 3 
Sulphur for phosphatic fertilizers is bei financed from « sources 
Dollar expenditures for community development will be $3,351,000 |e 
the congressional presentation due to a higher propo anci rupees 
and bv Ford Foundatior Che planned expat : red 
peen reduced 
By virtue of inc ston of the &20 01 OOK ( ay ea } ent D oct hank 
the highest priority by the GOI, the transportat 
mat a ly / ghe tha that how? n the tables of the prog prese f¢ to Cor é 
T e oral testimony before the committe mare clear that the | i rh ¢ 
these tables purely illustrative, subject to change in confo j ih chang gq ne 
of the host qovernment and requested that the Congress so cons lor them Since the 
time of the presentation atl has become apparent that ~mpro le an transportatior 
facilities is of pressing umportance as an a l to both food ad pution ar 


activity. 
Comparison of Revised Figures 


Thus, the program reduced itself, after congressional approval of 
the 1954 appropriations bill, to the following breakdown of funds as 
recommended by FOA. The congressional presentation is the pro- 
gram FOA originally asked of Congress; the recommended program 
contains the uses to which the funds will now be applied. 


46129—54 2 
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Congressional Recommended 
Field of Activity Presentation Program 
Agriculture, Natural Resources $72, 104, 000 1 $43, 468, 000 
Health, Sanitation 8, 507, 000 12, 601, 000 
Kdueation 5. 034, 000 1, 996, 000 
Tra ortation. Communieatiot1 639, 000 20, 378, 000 
Industr nit 2 14, 619, 000 1, 427, 000 
P ec Adn stratio §1, 000 262, 000 
(;eneral and C mm itv Development 8, 763, 000 5, 715, 000 
Domestie Program Expenses 253, 000 253, 000 
Total 110, 000, 000 89, 100, 000 
Tne ! and steel for agriculture and other uses which was presented 
» Congress under tl eading ndustry Trade and Labor.” 

excluding and steel, included above under Agriculture and Natural 

Re ree 
Including $303,000 for housing which was included at $54,000 under *‘Trans- 
portation, Communication and Public Works’ in the Congressional presentation, 


To clarify and extend this further the United States fiscal year 1954 
commitments to date for the Indian program are as follows: On 
December 24, 1953, FOA signed a project agreement to supply India 
with $20 million to acquire equipment to rehabilitate the Indian rail- 
way system. On January 5, 1954, the FOA in India signed a second 
project agreement calling fo esos ser iba $25,500,000 to acquire 
200,000 tons of steel for the manufacture of agric ulturs 1! implements 

| for various small industries throughout India. The third project 

1 India will be $15 million for a contribution to Rihand Dam construe- 
tion. Thus, by three agreements, FOA committed $60.500.000 in 
India from fiscal vear 1954 assistance funds. These projects will 
take considerably longer than fiscal year 1954 for execution and will 
require voluminous” detailed specifications understandable — to 
(Americans. 


I OA Re prese ntations 


Contrast this with the following portion of an FOA statement (July 
1953) submitted to the Appropriations Committee during the 19. 54 
Mutual Security appropriations hearings, and about 4 months before 
the radical program revision was made. Referring to India-Pakistan 
financial assistance it said in part: 


lo do this, however, would entail the provision of assistance to India of close 
to $250 million a year and to Pakistan of about $60 million to $75 million a year. 
As Mr. Stassen recognized in the course of these hearings we have had to con- 
sider also the fiscal security of the American economy. We, therefore, had to 
resist the temptation to eliminate all risk in the India-Pakistan area. We have 
had to consider carefully how much the odds would be increased against us by 
suecessive reductions from a safe maximum 

We had to consider also where would be the absolute lower limit beneath which 
we cannot go without the odds against us becoming so great as to render the whole 
assistance effort in this part of the world a fruitless and unprofitable gamble with 
the taxpayers’ money 

rhe outcome of this effort to reconcile a measurement of the national security 
interests with budgetary economy is found in the programs which have been put 
before you. They represent programs which (a) Unquestionably can be executed 
during the fiscal year now commencing: (b) Have been trimmed and tailored so as to 
eliminate everything not considered absolutely essential (c) Represent the hest 


rf / 


on we could make to the absolute lower limit below which it would be 
foolhardy fo qo, 


ipproxrim 
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Secretary of State John Foster Dulles made a presentation during 
the same 1954 appropriation hearings. In discussing the Far East he 
said that the program there included a substantial contribution of $110 
million in the case of India and a comparable amount on the basis of 
population to Pakistan to aid their programs of developing agriculture, 
primarily through increased irrigation and water control projects. Mr. 
Dulles said that he must confess that he had some doubts about it 
himself when he originally approached the program, pointing out that 
he found in the State Department there was a program of $200 million 
for India and he did not feel frankly that could be justified. It was 
reduced in the request then before ( ‘ongress, to $110 million 

He then referred to the competition between the police state 
methods of Communist China and the democratic method utilized in 
India and deseribed it as a very spectacular, even, though somewhat 
slow, competition. He said that if it could be demonstrated that the 
methods which are used in India are more effective for raising the 
standards of living of that great mass of humanity, the influence of 
that will have a tremendous impact and attraction on neighboring 
Communist China. He expressed the opinion that it was worth while 
and justifiable to make some contribution to help to see to it that the 
free methods of India produced better results than the police state, 
collectivist, totalitarian methods of Communist China. 

It is noted in the material presented that the fiscal year 1954 aid 
figure for India ranges from a “tempting”? $250 million to $110 million 
with no apparent specific and concrete basis for either the original 
high or the resulting low with the possible exception that dollar needs 
of India appear pegged to India’s own five vear development plan 
This lends support to the conclusion that these programs are not 
specifically and in detail preplanned but rather are post planned 
depending on the amount Congress appropriates. The actual use of 
funds as set forth in this report as compared with what was presc ited 
in the program plans as furnished by FOA to Congress, strengthens 
this position. A systematic or orderly approach based on long range 
planning does not appear to be present. 

There is demonstrated also the factor developing in government 
that wide international powers have come to devolve on the very 
few in high places in United States international relation executive 
positions who have at their disposal huge sums of money and con- 
siderable discretion in the uses to which it may be put. 

In the presentation mentioned above in July 1953, Mr. Dulles was 
supporting the Foreign Operations Administration’s request for funds 
for fiscal year 1954. He made no mention of the $20 million railroad 
rehabilitation program. The above portion of his discussion centered 
on the amount of aid to India. It revealed also the widely divergent 
opinions on the dollar amount of this aid and gives some intimation 
of the seemingly nebulous process by which such differences are 
resolved. In justification for the appropriation request, he described 
India’s competitive position with Red China. He told the Com- 
mittee that the aim of the United States was raising the living stand- 
ards of millions of hungry Asians and indicated the need to aid their 
programs for developing agriculture primarily through irrigation and 
water control projects. 
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Four months later, in October 1953, the India Operating Program 
shows the elimination of $12,831,000 for irrigation wells and ground 
water surveys and $10,835,000 for river valley development. Elimi- 
nated also was a $4,013,000 item for copper for transmission lines to 
power the tubewell pumps. Added was the $20 million railroad project. 


The Tubewell Progra m 


Admittedly one of the most important phases of the India develop- 
ment program, the tubewell program and related activity, has been 
deferred. Its importance in the irrigation and water control project 
has been constantly stressed. To seek the reasons for the deferral of 
the tubewell program (and other diversions) it becomes necessary to 
review the entire tubewell project. The ascertainable pertinent data 
is outlined below. A tubewell is a drilled water well, cased, and 
powered by mechanical pumps 

Our International Development report made mention of the fact 
that one-half of the total allocation for bilateral assistance was hastil\ 
committed in the span of 30 days prior to the close of fiscal vear 1952; 
that the bulk of India’s allocation was obligated by the United States 
mission during the same period. On May 31, 1952, the obligation 
in India was $1,561,385. Thirty days later, on June 30, 1952, the 
obligation was $52,759,888. The Indian program started in this 
atmosphere. ) 

Basically, the weaknesses in the United States program in India 
derive from initial project negotiations. The original United States 
negotiators relinquished control of the program to the Indians retaining 
only a negative voice. The power to write tubewell specifications 
and negotiate contracts, to set up terms, to inspect and reject com- 
pleted projects, appears to be vested solely in the India Government 

As later developments demonstrate, this constituted (1) a weaken- 
ing in the objective of getting water to Indian soil at the earliest 
possible time and (2) an inconsistency with the underlying principle 
of furnishing technical guidance in a field in which the United States 
is best qualified to perform and demonstrate its competence. 

Indian engineers, with old type British backgrounds, new to modern 
tubewell installations and their use, have directly negotiated and are 
negotiatmg tubewell construction contracts and are overseeing the 
completion of the work. The United States sits in an advisory capac- 
ity. Control of this vast effort (the biggest undertaking of its kind in 
history) passed to the central gover »ment and from it to the individual 
States. With the nation having only several years of independent 
existence, the utilization of aid funds is interwoven into the political 
texture of the States and the Government of India. 

Responsibility for the construction is in the State government where 
it settles on the chief engineer, a lifetime civil servant. The tubewells 
are not given gratis to the States; the States are liable for repayment 
to the central government. 
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T) he | //] ( 'o7 tract Di fhic itive ‘ 


The first U S. tube well contribution was Io! the CONStLTUCLION of 
2,000 electrically powe red wells in four Indian States from fiscal vear 
1952 funds in contributor ship with Indian funds. An invitation to 


bid was made for these installations which were to be distributed as 
follows: 


355 in Punjab. 

300 in PEPSU 

995 in Uttar Pradesh. 
350 in Bihar. 


The closing date for bids was June 15, 1952, later extended to 
July 10, 1952 

The project encompassed over $13,000,000 in contribution funding 
but what had to be taken into consideration in order to effectively 
operate the wells was a $12 to $13 million steam generating plant to 
ee the pumps which, to the present time, has not materialized. 
Worthington of the United States went to great expense and made a 
detailed presentation on this, but the contract was awarded to a 
German concern in the late fall of 1953. This plant will take a mini- 
mum of 2 years to construct. 

The powerplant specifications consisted of two small paragraphs 
in the tender to bid (items 16 and 17), referring to equipment, but no 
mention was made of housing for the equipment. ‘The powerplant 
will reach the 2,000 tubewells by a wire network. 

The terms stated that on completion of contract, the Indian States 
had first option to purchase contractor’s drilling equipment at market 
value; that a 20-percent performance bond had to be obtained from 
an Indian Surety Co. approved by the Indian Government; and 
there were 10 percent penalty clauses covering progress. The delivery 
dates on one equipment phase called for 25 percent in the first 6 
months; 30 percent in the next 6 months; and 45 percent for the nex 
6 months. The total completion rate was included and is considered 
below. 

The specifications were prepared in Indian style, along British lines. 
This, in effect, precluded United States concerns from bidding since 
the difficulties involved were too great to overcome. United States 
firms with experience in the field (only a handful of firms throu; os 
the world are capable of efficiently handling a huge operation of this 
kind) were invited to participate and expended large sums of beh 
for travel to India after interest was stimulated by the foreign aid 
organization. (TCA was acting in an advisory capacity on the con- 
tracts and approved these specifications. ) No experienced overseas 
tubewell expert was assisting TCA during the initial contract activity. 

As a matter of fact, little was known actually by United States 
firms about how this project would work and what the specifications 
were before their representatives reached India. In Washington 
prospective contractors were told the specifications were not available. 
Actually they were but the TCA, recognizing them as Indian specifi- 
cations, did not consider them for United States bidders. ‘They were 
not, therefore, distributed in the United States. 
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‘| re bids were originally scheduled for opening on June 15, 1952 but 
this was deferred. They were opened July 10, 1952, in Delhi, India 
There were 117 firms present and bidding. Over 300 people partici- 
pated but no award was made on that day 

The American bidders or representatives remained in Delhi and by 
letter of July 28, 1952, were requested by the Deputy Secretary to the 
Government of India to appear at the Ministry of Food and Agri- 
culture on July 31 where they were told American proposals had 
been considered and were rejected for various reasons. The American 
firms consisting of Morrison-Knudsen Corp., Fluor Corp., Food 
Machinery & Chemical Co., Ralph M. Parson Co., Layne-Atlantic 
Corp., International Water Corp., Johnston International, and Harold 
T. Smith, Ine., withdrew. Harold T. Smith, Inc., after 6 months, 
returned when conditions were altered for its participation. 

The time element on construction with penalties provided for delays 
was extremely important. American firms, competent, and with long 
experience, realized several things; it would require at least 6 months 
to get drilling rigs and equipment onto the sites; during the period 
under discussion there was a pipe shortage; the American contractors 
had to get transportation, freight and crews; and lastly, they were not 
overlooking the fact that they would be called on to penetrate to 
remote areas to drill with conditions there being uncertain. For 
these reasons, the American firms were precluded from bidding on a 
firm bid basis. They had no alternative but to submit their proposals 
on a cost-plus-fixed-fee basis, They vere rejected. 


d Lme rocan fi i? M 4 Available 


D-ring 1952 and 1953 an experienced and competent American 
construction firm with an interest in the Indian construction program, 
including both tubewells and powerplant, had 500 Americans, con- 
sisting of engineers and field men, in Saudi Arabia, a few air-hours 
from India, who were engaged on various construction projects 
including powerplants for the Arabian American Oil Co. and others. 

This firm had 4,800 Saudis employed in the construction work in 
Saudi Arabia, who, while working, were being trained to take over 
positions of administrative responsibility when construction was 
completed. It was, therefore, a matter of knowledge that this expe- 
rienced firm was ready to enter into India and had available, close to 
India, personnel with experience in the field. The firm withdrew 
from India after the rejection of their cost-plus-fixed-fee bids. None 
of these firms has shown an interest in returning to India under 
present contract conditions. 

The contracts were drawn by the Indian Government and the 
contractual relationship which exists is between the State and Central 
Government of India and the contractor. The individual contractor 
signs a contract with each state in which he works. The United 
States is not a party to it, but TCA acted in an advisory capacity. 


With the bids originally opened July 10, 1952, the awards fin: ally 

were j 

November 17, 1952, 500 wells to a West German firm, German 
Water Development Co., reportedly newly organized, which had in 
the same year (1952) been awarded a well contract in Turkey. 

On January S?:. 1958. wo contracts: o7 Feebr uary E 1958, a thi d. for 
a total 750 to Harold IT’. Smith, Inc. (an American), who was awarded 
the contracts 6 and 7 months respectively after the bidding and after 
terms had been altered. Smith has a separate contract with each 
province in which he works. He started actual drilling on September 
15, 1953. 500 wells to the provincial governments of India in order 
for them to make the installations with their own engineering depart- 
ments. 

On April 3, 1958, 250 wells to the Associated Tubewell Co., a part 
of the Brush Electric (British cartel, which during the bidding had 
not been a prime bidder. 

The contracts were initiated on a bid basis but appear after sub- 
mission of bids to have been negotiated. Reportedly, interested 
United States firms were not advised of this alteration of terms. 


(Construction Proare gs 


As of the end of October 1953, the tubewell situation in India, 
according to reliable sources, was: 

Out of the total 2,000 tubewells contracted for, the German firm 
had comple ted 8 of its 500 which the Indian inspect rs refused to reject 
or accept in Uttar Pradesh. An American from the United States 
Mission was sent to the Chief Engineer of the province to explain 
that the wells had been properly installed according to the specifica- 
tions. 

Harold T. Smith, Inc., in PEPSU, of 7 oer had completed 18 wells 
but was getting the pl ration of this has ince. 

Of the 500 allotted to the provinces of fade considerable delay was 
encountered while the provinces apparently waited for the independent 
contractors to finish their work and make available the drilling rigs 
and equipment for state projects. 

According to the same sources, nothing had been done on the re- 
maining 250 installations to be con pleted by Associated ‘Tubewell. 
This company deli aved starting on the 250 pe nding con pli tion of the 
965 which they contracted for in 1950. The 1950 contract should 
have been completed in October 1952. The difficulty on this contract 
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was one reason the Indians were avoiding a cost-plus-fixed-fee con- 
tract with the United States firms. 


The record through January 31, 1954: 
Harold T. Smith, Ine 118 completed t of 750: 
59 in Pepsu 
59 in Punjab 
Qin Uttar Pradesh 


German Water Development Co.—91 completed out of 500 
91 in Uttar Pradesh 

\ssociated Tubewell—88 completed out 250 

Indian States—96 completed out of 500 


15 in Punjab. 
6 in Bihar, 
75 in Uttar Prades} 
Potal completed: 343 out of 2,000 

It is noted that these are described as completed wells. It is not 
known how many are actually producing water. It is emphasized, 
however, that these wells, in the ultimate, are dependent on the 
erection of a power plant and the construction of transmission lines to 
individual wells for effective operation. This will require a minimum 
of 2 more vears. No ordinary diesel motors have been procured for 
them This requires the completed well be capped to await power. 

This can be compared with the fact that total construction was to be 
phased as follows: (The bids were originally opened July 10, 1952) 

The first 12 months 20 percent, or 400 completed; 

The next 6 months 30 percent, or 600 completed; 

The next 6 months 50 percent, or 1,000 completed. 

This would mean that in October 1953, 1f the awards were made at 
the bid opening, the total construction should have been about. 1,000 
or more wells completed; actually there were 26 known to be complete 
but not all these had been accepted. Even after completion, however, 
their effective operation will still be based on the completion of the 
power plant (The original tubewell tender called for 18 months for 
completion, later extended to 2 vears. ) 

On January 31, 1954, on the original bid opening date basis, about 
1,500 should have been completed. Actually there were 343. There 
is no valid explanation for the delay in the signing of contracts frem the 
originally scheduled opening and award on June 15, 1952, to the final 
awards, mostly in 1953, nor is there an explanation why associated 
Tubewell was given a contract after bids were opened, although it was 
not a prime bidder. Fourteen months passed between the original 
opening date and the date Harold T. Smith, Inc., started drilling. At 
the present rate of Smith’s drilling, he would be far advanced on the 
three contracts if no delay had been introduced. 

Under dateline New Delhi, March 7, 1954, Associated Press reported 
as follows: 

The Indian Government announced today that ,242 wells will be completed 
this month as part of the program to increase food production here by irrigating 
some of India’s vast arid spaces. The Ministry of Agriculture said about 4,000 
wells are under construction or under contract as part of Premier Jawaharial 
Nehru’s 5-year plan, with United States Technical Cooperation mission aid. 

This apparently refers to the wells completed by Associated Tube- 
well during the past 4 years on the 1950 contract with India, and 
includes those finished under the 1952 contract to which the United 
States was a financial contributor. 


UNITED STATES AID TO INDIA 13 


Second Contract 


To leave this and turn to another contract, out of fiscal year 1953 
funds an invitation to bid on the construction of 520 tubewells was 
made. These were to consist of 135 in PEPSU, 160 in Punjab, 150 
in Uttar Pradesh, and 75 in Bihar. The date of completion on these 
was to be not more than 24 months from date of contract. Schedule 
rate of completion called for 20 percent at the end of 12 months, 60 
percent at the end of 18 months, all 520 by the end of the 2-year period, 

However, according to reports we have received, the contract 
solicitation was so unrealistic from a United States business stand- 
point that this award was deferred until January 1954 when it was 
awarded to a consolidation of four French firms; no Americans 
would bid. 

The draft agreement called for the contractor and the State govern- 
ment (the Central Government also signed) to enter into agreement. 
It called again for provincial option to buy contractor’s rigs and 
equipment on completion of job. It called for a performance bond 
of 20 percent of the contract in a surety company approved by the 
Government of India. It had penalty clauses as did the other con- 
tracts, based on completion dates of the installation which, in the 
ultimate, are purely guesswork with the results actually based on the 
conditions that are found in the drilling. The Governments of India 
reserved to themselves, by written notice 30 days in advance, the 
power to terminate the contractor’s right to proceed with the work 
or such part of it, where there has been delay. In such an event the 
Government should take over and complete the work (by contract 
or otherwise) with the contractor and its sureties liable to the Gov- 
ernment for any cost in excess of the price specified. If the contrac- 
tor’s right is terminated the Government can take possession of and 
utilize all of the contractor’s equipment, materials, and plant, and 
return them on completion. Where excusable delays were encountered 
in construction there was a stipulation that if it was an act of God, 
etc., the contractor should, within 10 days from the beginning of 
delay, notify the Government in writing. With 520 wells under 
construction in over 2,000 square miles of India, this would be a 
prodigious task, the nature of the work being what it is. It called 
for a 12-month period after a well was taken over by the Government 
during which the contractor should be responsible for any difficulties 
which might be detected or develop under conditions provided by the 
contract. This would require the presence in India of a contractor's 
representative for 12 months after completion of the last well 


Exploratory Contract 


To turn to another contract out of fiscal year 1953 funds, a third 
tender solicited bids on 350 exploratory well drillings for water in loca- 
tions where the borings were scattered over 15 different Indian States. 
The tentative locations were identified but the Government reserved 
the right to make changes in these. It was anticipated that 15 rigs 
would be necessary to complete the work in 30 months. These were to 
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be purchased by the Government and made available to the contractor. 
Five were on order at the time of the solicitation. The rest would be 
ordered in consultation with the contractor. The schedule which the 
Government thought necessary for completion of these was 12 months 
100 wells, 18 months 175 wells, 24 months 260 wells, with the total 350 
finished in 30 months. Following this the Government tender said 
that in his bid the contractor was to schedule the work as he considered 
it practical. 


United States Contractor’s Responsibilities 


An American contractor getting this award would be responsible 
for (1) preparation and presentation of a working and staffing plan; 
2) employment of technical personnel from other countries and their 
transportation to India; (3) the arrangement for their living facilities 
and transportation within India; (4) the employment and accommo- 
dation at the site of skilled, semiskilled, and unskilled Indian labor; 
(5) the transportation of all equipment and materials to the site and 
from site to site in India; (6) the proper use, maintenance, and pro- 
tection of equipment and materials; (7) the purchase and transporta- 
tion of consumable stores except where the Government provided; 
(8) the conduct of the exploratory operation; (9) the preparation of 
design and construction of the resulting tubewell for the regular in- 
stallation; (10) the training of Indian personnel in the discharge of 


the above responsibilities. (For this training the contractor would 
be under the direction and supervision of the Indian Government 
engineer.) The terms then outline the type of foreign technical per- 


sonnel required (project manager, administrative officer, drilling 
superintendent, driller) saying that the contractor was expected to 
phase employment of such personne! in order to synchronize with the 
supply of equipment and progress of work. The Indian Government 
had the right to approve the number of such people, the selection 
and the conditions of service. The contractor had to reeruit in India 
local personnel also with the approval of the Government. If he 
wished to engage any other type except that specified the contractor 
would pay for this. The contractor was required to work on a 48- 
hour week on the basis of 8 hours a day. If the provincial engineer 
considered it advisable, the contractor might be required to work a 
second shift. The contractor would require a performance bond of 
20 percent of the contract price with an Indian insurance company. 
The payment for the contract was on a firm bid basis. On a firm bid 
basis this would be close to impossible for a United States firm to 
undertake. As a matter of fact, this contract is still not awarded, 
and prospects are it might not be. 


Eqyptia n Parallel 


To turn to other nations, despite the obvious difficulties inherent 
in tubewell contracting in India entering as it does on local polities, 
traditions, technical problems and the contractual complications 
themselves, the FOA mission in Egypt on December 31, 1953 for- 
warded to FOA/Washington a tender or solicitation for the drilling of 
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38 small observation wells on the upper Nile Delta in conjunction 
with a ground water study. The purpose of this communication was 
to have FOA/Washington circularize United States small business to 
solicit bids from prospective concerns to perform the work in Egypt 

Accompanying the solicitation was a proposed contract which again 
required a 10 percent bond and a 20 percent guarantee deposit. The 
contractor himself and all individuals employed by him under the 
contract according to article 8 of this document were subject to 
security clearance by the United States. The bids were to be re 
to Egypt for opening at 11 a. m., February 15, 1954 

Bearing this date in mind and the fact that exploratory wells take 
much longer than regular borings, the terms say 


returned 





Some of the wells will be drilled on the berms along the two branches of t \ il 
which wells will be first e icted a shoul © ¢ 1 \ so. 19 
and the contract sl e ( i e 30, 1954 


This contract, despite its penalty clauses, on its face is impossible of 
fulfillment by any company starting from the United States. The 
security clearances alone consume 90 days and it would take close to 
6 months to arrange for the personnel and equipment to be at the 
scene operating. FOA by the terms of its own contract, jointly with 
the Egyptians, says the work shall be completed 44 months after the 
contract is signed. 

Bidders, including United States contractors, were to be held as 
having examined the drilling sites in order to acquaint themselves 
with local conditions. No allowance would be made after the bid had 
been accepted for any errors by the bidder in regard to such conditions 
(The geological conditions were outlined in general in the tender but 
the tender declared directly that these conditions were not guaranteed 
by the Egyptians or by the United States Mission 

In Iran there is a similar tubewell contract situation 


TCA Attitud: 


In a letter dated December 24, 1952, Stanley Andrews, Adminis- 
trator of TCA, said in part, referring to Tubewells in India: ‘That 
situation is still not good but I think improving some. There is a 
prospect that some tubewells will be drilled on a basis which at least 
will be livable from our standpoint through not entirely satisfactory.”’ 

Twelve days earlier, on December 12, 1952, Haldore Hanson, then 
assistant Administrator of TCA, in charge of the Asia Development 
Service, said as follows: 


Many problems which the Technical Cooperation Administration faces are 
indeed difficult Some of these result from the very real need to undertake a 
large engineering and construction project without the long preparation which 
would be desirable, and from the effect of some past contracts of the cost-plus- 
fixed-fee variety in India upon the thinking of those who are planning the job and 
negotiating the contracts. I am frank to say that we here share some of your 
worries. 

I can assure you TCA is attempting to strike a balance between, on the one 
hand, caution in such matters, and, on the other hand, the danger of the long 
delays which would be likely if we should try to play completely safe in connection 
with this part of the job of improving the Indian food situation. It is a situation 
which calls for bold action and full cooperation with existing Indian agencies 
upon whom, of necessity, the success of the irrigation program in India rests 
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Associated Tube We Il’s Eepe re Ce 


To return to India, there is the 1950 contract of 965 wells which 
was awarded the British firm, Associated Tubewell Co., Ltd. These 
well installations are presumably complete but the best reports 
available indicate that they are not vet hooked up or in total opera- 
tion. This was the original contract in India, paid for with Indian 
funds, of which the United States had no part The project, a cost- 
plus-fixed-fee agreement, was to have been completed in October 
1952. The data referring to Associated is outlined to show the 
reality of the tubewell situation confronting TCA when the United 
States project was initiated, 

Associated is part of the British cartel called Brush Electric. As 
of the middle of December 1952 TCA advised that Associated Tube- 
well had offered to drill an additional 500 wells by June 30, 1953, 
and that no other competitor had, according to TCA, offered to 
complete any wells by that date. T?CCA was aware of the time ele- 
ment in the Associated contract. 

The point involved is that on October 1, 1952, the Associated 
‘Tubewell 2-vear contract (965 wells—-1950) had expired and the 
company received a 3 months’ extension from the Indian Govern- 


ment At the time they still had a reported balance of 654 wells 
from the first 965 to complete according to specifications and also to 
correct 175 from the first 300 or so wells drilled. As of that time 
Associated was working about 25 drilling ries \t the rate of 2 


successful wells per ng per month compl ed and tested it would 


take all of 1953 to complete the 1950 contract without sparing any 
capital equipment from its pool for anv new (1952) contract in India. 

Therefore, in order to fulfill their guarantee in a new contract to 
complete successfully and aecording to specifications 500 additional 
wells by June 30, 1953, they would have required a large amount of 
drilling rigs, pipes, pumps, and materials from other countries, all 
of which it would have been impossible to freight and assemble in 
India in the required period of time. As a matter of fact, if they 
had 10 rigs during January 1953, they would have completed 20 
wells approximately; if this increased to 15 rigs in February they 
would complete 30 wells; 20 rigs in March would show 40 wells fin- 
ished and so on to June with 35 rigs operating they would have 70 
wells completed which would show a completion rate of 270 out of 
500 contracted for if completed according to specification, which 
would leave a balance of 230 

In addition to acquiring the 35 drilling rigs, however, there would 
be required 500 pumps and spares; 20 testing pumps and spares; 
100,000 feet of pipe casing; 30,000 feet of column pipe; and 50 strainers 
(manufactured in India) additional personnel and trucks, ete. As a 
matter of fact, Associated was awarded the 250 well contract on 
April 3, 1953, but waited until work on the 1950 contract had phased 
out before starting on the new contract. 

In the meanwhile, there is delay on completion of construction of 
the power plant and transmission lines to power either the 965 con- 
tract pumps or the 2,000 contract pumps. It would appear that for 
the most part the wells completed under either contract must be 
capped for lack of a power source. 
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These developments were all known to TCA during the initial 1952 
negotiations for contracts to which the United States was contr ices 
and were known while United States contractors were being asked to 
bid. The Associated experience is outlined to show the ac ctual diffi- 
culty involved in these large scale constructions. ; 

The value of the tubewell program is not in doubt or question. Food 
is India’s greatest need. Properly and quickly executed, this program 
would be of incalculable value. To merely dig a hole within a pre- 
scribed time was not the purpose. The purpose was to construct 

producing powered water wells with proper volume. 

It is not the intention to be critical of FOA. No effort is made to 
minimize the staggering problems requiring solution. The vastness 
and complexity—political, economic, social, or otherwise—is obvious. 
But the public should be informed about these problems. 


Administrative Difficulties 


The variance between ordinary practices of the United States and 
India are sufficient obstacles in themselves to slow down activities 
considerably. India operates on a fiscal year ending March 31. The 
United States operates on a fiscal year ending in June. There is a 9- 
month lag in Indian appropriations of funds to match ours. In addi- 
tion, the Indian State legislatures must also appropriate joining funds 
for these projects. In some States there are no available funds and 
these must be handled by loan or grant from the Central Government, 

In addition, the FOA still proceeds along complicated administrative 
lines in Washington. Projects become involved in transit between 
geographic sections, program sections and technical sections. In addi- 
tion, FOA uses other United States technical agencies creating an 
almost insurmountable administrative and fiscal situation for efficient 
operation and straight line responsibility. 


Tax Proble ms 


In addition, there is developing a tax problem for United States firms 
operating in India under this program. The Indian Government has 
passed legislation imposing a steeply graduated tax on income not 
taxable at another source. Because of United States tax legislation 
governing income earned in other countries by United States citizens, 
the American personnel in India come under this law. The tax is much 
greater on the individual than he would pay in the United States. 
This matter is presently in a state of negotiation with the Indians. 
In the meanwhile uncertainty bs as be ‘en introduced for firms attempting 
to obtain contracts and those already holding contracts before imposi- 
tion of the law. 

Pr. rson? el and Costs 


The roster of personnel in the Indian Mission has not yet reached 
authorized strength and the Mission has been slow in development from 
a personnel standpoint. The records for March 31, 1953, show 153 
positions authorized with 118 of them filled, 62 of the 118 filled posi- 
tions were authorized after October 1, 1952, raising a presumption that 
the bulk of these people did not reach India until March of 1953. 

As of October 31, 1953, 119 positions were filled with 149 authorized. 
As of January 1, 1954, there were 122 people at work in the Technical 


Assistance Mission in India 
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In most instances the personnel were unfamiliar with the languages 
and dialects of India and considering this, along with national tradi- 
tions, habits and customs, it is difficult to envision highly specialized 
United States experts operating effectively during the 2-year terms for 
which they sign, in the underdeveloped areas in which they function. 
This becomes more apparent when the cost per person for 2 years is 
examined. 

The technicians do not actually work the full 24-month term. 
Deductible from this are annual leave, travel time, sick leave (a 
common occurrence) the indoctrination period, and the time consumed 
nonproductively while the technician acclimates himself to the totally 
new environment with differing philosophies, customs, religions, and 
languages. 

In India for each person’s 2-year term the direct costs to the United 
States Government will run around $28,000, which includes salary, 
costs for travel and transportation of effects of the technician and his 
family, plus pay differentials and allowances 

However, if the indirect administrative costs are included (these are 
office space, equipment, maintenance costs, etc., for maintaining the 
mission) the indirect cost would reach an « denied $50,000 to $60,000 
per person for the 2-year term if apportioned over the India staff. 

Perhaps some knowledge of what the mission is doing can be seen 
from a partial tabulation of the job descriptions of the techicians in 
the mission. ‘There are: 


9 agricultural extension specialists—general. 
10 agricultural extension specialists 
9a iltural extension specialist training 
l agricultural research alviser—biology 
l agri ilt iral exter on specialist home economics 
2 agi tu 1 engimeer vd eT 
| I ral ¢ ineer ialist 
) ar 
2 agricultural information advisers—information specialists 
1 agri wit irist—fertilizers 
l agri lturist soil conservation 
1 ] t 


riculturist—soil adviser 
industrial development adviser 
artisan training specialist 
malarialogist. 
hief sanitary engineer 
nitarian, 


bhuildi iaterial specialist 
} fisher 
ylowi 
ou 1 water o1ogist 
round water engineer 
el i t 
| j n I 
eral neer 
2 civil engi 
1 « ) truction ¢€ ineer 
l powerhouse I tural 1 engineer 
l ater Is ¢ ineer 
ly ! ical engineer 
l construction engineer general 


2 electrical design engineers 

| mechanical design engineer 
1 structural design engineer 
l 


design engineer—powerplant structural 


CONCLUSIONS AND RECOMMENDATIONS 


1. Program revisions under the technical assistance program in India 
have been made without advice to Congress. Four months after the 
1954 appropriation _ eee d, after firm re presentations and justi- 
fications were made by FOA to obtain funds, the program was radically 
revised by that agenev and included a $20 million item for Indian rail- 
road rehabilitation whi h was hot liscussed before or asked of Con- 
gress during the appropriation hearings. This money has, therefore, 
been used for purposes other than those presented Con gress. The 
record in India demonstrates a factor leveloping in government that 
wide international powers, throu hy appropriated foreign aia fi nas, 
have come to devolve on the very few in high international executive 
positions who have at their disposal huge sums of public money and 
wide discretion in the uses to which they may be put. 

The Indian Technical Assistance Program has deviated widely 
from the point 4 concept and become a heavv investment, mutual 
security type of operation wae a tendency to lose for technical assist- 
ance all its psvc hologi eal advants wes and its universal aces ptability. 
Technical assistance = sr | be ce letely divorced from any economic 
or mutual security aspects of aid to India and large-scale grants han- 
dled by some instrument other sa technical assistance facilities 

3. Initial program and project negotiations in India leave the 
United States in the position of having relinquished control of the 
Tubewell program to the Indian Government with the retention of 
only a veto right. Under present circumstances, this right is difficult 
to exercise. 

There exists a tendency for United States taxpaving industrial 
firms, the best transmitters of United 
and the American Way, to be excluded from participation in programs 
such as Tubewell Construction by the terms of the contracts. In 
India the specifications are Indian specifications having conditions 
that are traditional in that country but, in effect, preclude participa- 
tion by the United States firms. It is recommended that before any 
United States operation is undertaken in any country that technical 
specifications be reasonably compl! ymised toward standardization so 
that the host governments, the United States mission representatives 
and contractors recognize realistic terms on which there can be a 
meeting of minds. Present contracting methods in India and in other 
countries are not conducive to introducing United States know-how 
nor are they conducive to the creation of an internal atmosphere 
attractive to United States private investment capital. Past activi- 
ties have, in fact, tended to discourage United States private partici- 
pation as evidenced by recently announced withdrawals of large United 
States and ae industrial concerns 

5. FOA/TCA has made requests for funds for projects which could 
not aaa be committed in the fiscal year for which the request 
was made or within a reasonable time thereafter. Excessive financing, 


+ 


in disregard of a nation’s ability LO abs rb it, or 17no0rlmn¢g the status of 


States knowledge, good will 
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existing projects and seeking additional funds needlessly is detri- 
mental not only to the objectives of both the United States and India, 
but destroys understanding in both countries and will ultimately 
result in the alienation of the program from both peoples. 

6. There is a lack of long-range systematic planning aimed at the 
development of caadonial countries. This is inherent in the 
program as it is operated and becomes apparent in the manner in 
which programs are presented to Congress and funds requested. 
Incumbent on FOA is the necessity to come before Congress and the 
public in complete candor, not with illustrative programs but with 
well-planned, long-range programs which can be executed within rea- 
sonable time limits taking into consideration the attitudes of host 
governments, the practical technical difficulties involved, the readi- 
ness of the host governments to activate their portions of the pro- 
grams and the variances in fiscal operations between the United States 
and host governments. An illustrative program is not a planned 
program. It is a tentative program unsupported by specifie detail, 
specifications, or engineering. It seems to be merely a device whereby 
FOA obtains funds from Congress for purposes not vet clearly defined 
until the money is received. It would be conducive to better under- 
standing for all concerned if the tendency to magnify the need for 
funds was reduced to actuality and the requests made smaller and 
more specific. 

7. It appears that the methods for determining the amount of tech- 
nical assistance aid to be requested of Congress for allocations to a 
given country, such as India, under the act for international develop- 
ment are, at best, vague, and nebulous and have no basis in actuality 
but are merely a compromise of conflicting opinions weighted more by 
foreign relations considerations than by the technics al assistance concept. 


The India request for 1954 was based on opinions which ran from a 
desirable $250 million to the actual request of $110 million with no 
ascertainable actual basis for either. 

8. The organizational structure of FOA makes it difficult to con 
ceive of a technician in India being able to efficiently perform or for 


FOA to effectively provide him with proper administrative support. 
As an example, an engineer with the Bureau of Reclamation assigned 
to India under the technical assistance program is part of the India 
Technical Assistance Mission, and, therefore, responsible to FOA and 
the State Dc partm nt in India. At the same time he 1s respo! sible 
to the Bureau of Reclamation in the Department of the Interior. He 
deals with both and is receiving both technical and admunistrative 

ppo rt from personnel working in both FOA and the Bureau of 
emia ion in Washington. It is unavoidable that this creates « 
lack of administrative and fiscal control and introduces complexities 
very difficult to overcome and to all intents and purposes eliminates a 
straight-line responsibility It is recommended that all functions 
of a support nature be concentrated as far as possible in the FOA 
headquarters in Washington 
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9. In India, the United States finds itself in the position of assuming 
responsibility for segments of the work without having control] 
commensurate with the responsibilit We have proy ded certain 
components of tubewells and financed construction contracts for their 
installation. We have provided copper for the transmission lines to 
the well pumps. The Indian governments assume responsibility for 
powerplant construction, for the processing in Indian plants of the 
copper into transmission lines, and ultimately for the completion of 
the fully powered installation. On the United States portion of tl 


{ 
construction, Indian engineers have full power to inspect and either 


i 
pass or reject completed tubewell constructions. The Indian Govern 
ment wrote contracts and specifications, and negotiated and awarded 
the contract The 1 nited States sat in an advisory capac ly Dut was 
not a party to the contracts 

10. The policy of permitting the generation of local funds from 
United States contributions should ret. the closest serutiny The 
people of India do not directly receive the United States contribution, 
The material given by the United States passes from government to 
gvovernment. Th p ople of India who must pay, for example, LO] 
fertilizer are not personally aware of being the recipients of aid from 
the United States. One of the prevalent misconceptions in the 
United States is that this aid mone passes as money [t does not 
It passes in the form of services and materials. It serves two purposes; 
it gets needed materials to India requiring United States dollars, and 
it is a revenue raiser for the Indian Government. 





